DEFENSE CONTRACT AUDIT AGENCY

DEPARTMENT OF DEFENSE
8725 JOHN J. KINGMAN ROAD, SUITE 2135
FORT BELVOIR, VA 22060-6219

IN REPLY REFER TO

PAC 730.3.B.01(2003-03) February 11, 2003
03-PAC-017(R)
MEMORANDUM FOR REGIONAL DIRECTORS, DCAA
DIRECTOR, FIELD DETACHMENT, DCAA

SUBJECT: Transmittal of Director, Defense Procurement and Acquisition Policy (DPAP)
Guidance on the Intergovernmental Personnel Act (IPA) Mobility Program

On January 28, 2003, the Director, Defense Procurement and Acquisition Policy (DPAP),
issued the attached guidance to assist DoD contracting personnel in providing for the
reimbursement of contractor indirect costs associated with the IPA program. Recent DCAA
audit reports have disclosed CAS 410 noncompliances because the contractors participating in
the program exclude the cost incurred under IPA agreements from their G&A bases. These
contractors have cited Office of Personnel Management (OPM) guidance prohibiting government
agencies from reimbursing indirect or administrative costs associated with IPA assignments, as
the reason for the exclusion of the cost from the G&A base. Current IPA program participating
contractors have brought this issue to the attention of DPAP, necessitating the issuance of the
attached guidance.

In summary, the DPAP guidance instructs DoD contracting personnel to provide for the
reimbursement of contractor indirect costs allocable to existing and future IPA agreements,
provided such costs are the type that are allowable under the regulations that govern the
contractor’s cost-based Government contract business. Contracting officers should assure that
any allocation of indirect costs to the IPA program are commensurate with the benefits received,
which may necessitate a special allocation of indirect costs to the IPA program in accordance
with CAS 410.50(j) and/or CAS 418.50(f).

If FAO personnel have any questions on the subject, they should contact regional
personnel. If regional personnel have any questions, they should contact Lydia Funk, Program
Manager, Accounting and Cost Principles Division at (703) 767-3250.

/Signed/
Robert DiMucci
Assistant Director
Policy and Plans
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SUBJECT: Allocability and Allowability of Costs Associated with the
Intcrgovernmental Personnel Act (IPA) Mobility Program

The TPA Mobility Program (5 USC Sections 3371 through 3375) provides for the
temporary assignment of personne! between the Federal Government and state and local
governments, institutions of higher education. Tndian trihal governments, federally
funded research and development centers, and other eligible organizations. These
assignments are intended to facilitate cooperation between the Federal Government and
the non-Federal entity through the temporary assignment of skilled personnel. When
non-Federal personnel arc assigned to a Federal entity, there is a written agreement which
records the obligations and responsibililies of the Federal and non-Federal entities,
including provisions for reimbursement of costs associated with the program. Questions
were recently raised regarding the allocability and allowability of some of these costs.

The regulations governing the implementation of the JPA program are contained at
5 CFR Part 334, In addition, the Office of Personnel Management {OPM) has published
guidance regarding various aspects of the 1PA program at
http:/fwww.opm.govipragramsfipa/index.asp. This guidance includes the following
statement:

*Agencies should not authorize reimbursement for indirect or administrative
costs associated with the assignment. These include charges for preparing and
maintaining payroll records, developing reports on the mobility assignment,
and negotiating the agreement. Other prohibited costs include tuition credits,
office space, furnishings, supplies, staff support and computer time.”
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Our discussions with OPM disclosed that the above slatement is not intended (o
prohibit the reimbursement of an allocable share of contractor indirect costs, including
the types of costs specifically listed, provided such allocation is consistent with the
contractor’s established cost accounting practices. OPM is currently clarifying the
guidance 1o state that (1) the statutory authority establishing the IPA program does not
specifically prohibit reimbursement of indirect costs, and (2) reimbursement of such costs
should be determined by the agency that enters into the agreement.

DoD contracting personnel arc therefore instructed to provide for the reimbursement
of contractor indirect costs associated with the IPA program, provided such costs are the
type that are allocable and allowable under the regulations that govern the coniractor’s
cost-based Government contract business (e.g., FAR Part 31 or applicable OMB Circulars).
In addition, when determining the allocability of indirect costs associated with the [PA
program, contracting officers should assure that any allocation of indirect costs to the IPA
program are commensurate with the benefits being received. For contractors that are
performing on contracts subject to the Cost Accounting Standards, this may necessitatc a
spectal allocation of indirect costs to the IPA program (48 CFR 9904.410-50(j) and/or 48
CFR 9904.418-50(f)).

The guidance in this memorandum should be applied in determining the
reimbursement of allocable indirect costs for all existing and future IPA agreements, For
existing IPA agreements, contracting officers should consider medifying such agreements
to allow for reimbursement of indirect costs.

If you have any questions regarding this memorandum, pleasc contact Mr. David
J. Capitano, Senior Procurement Analyst, at 703-602-42450r via e-mail:
david.capitano @osd.mil.

Deidre A. Lee
Ditector, Defense Procurement

and Acquisition Policy



